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Issue and Summary 

In a recent speech, the Governor of tlie Bank of Canada expressed his concerns with regard to 
the difficulty faced by young people in finding high-quality and stable employment, citing the 
persistent weakness in labour force participation among youth and the increased difficulty in 
finding full-time positions. Improving tlie labour market situation for youth has been a key 
priority of the Government 


In this context, this note provides a brief oven'iew of recent developments in the youth labour 
market and discusses policy implications. Key findings are briefly outlined below: 

c Overall, young Canadians are faring very well relative to both previous generations and their 
international peers in terms of being able to find employment. 

c Some younger workers are facing more difficulty than in tlie past in accessing full-time 
permanent jobs, but it is not clear whether this reflects a true deterioration in their long-term 
prospects, an increase in the time it takes to acquire skills required by employers, or 
continued weakness in the labour market following the 2009 recession. 


with smaller differences in unemployment rates 
between youth and the general population in countries like Gennany and Japan. 

o Moreover, certain youth populations (e.g., recent immigrant youth, indigenous youth, and 
youth with disabilities) consistently perform worse on a wide range of labour-market 
indicators, reflecting lower levels of education and other bairiers to employment. 
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Background 

• Strong job creation over the last year has contributed to improvements in the youth labour 
market, with the unemployment rate of youth aged 15-24 falling to 10.3 per cent in 
December 2017 - below its pre-recession low of 10.9 per cent (Figure 1, Panel A). 

• The unemployment rate for youth aged 15-24 is currently slightly less than two times higher 
than that of the total population (Figure 1, Panel B) - in line with its historical average. 
Regardless of economic conditions, youth face a higher risk of unemployment compared to 
the general population. Many youths are entering the labour market for the first time and 
have never held a job, making them more likely to be hired last during upturns, to be laid off 
first during downturns, and to voluntarily leave their jobs in search of a better match. 


Figure 1: Uncmployincnl rates, January 2006 to December 2017 

Panel A: Unemployineni rates by age, per cent Panel B: Youth-to-tolal unemployment ratio 



Source; Statistics Canada, Labour Force Sur\'cy; DcpartmciU of Canada calculations. 


• Unemployment for youth is often an expected stage between finishing school and finding a 
job and is not necessarily detrimental, especially if it is short tenn. Indeed, while youth are 
more likely than adults to be unemployed, youth unemployment tends to be short-lived with 
nearly half of unemployed youths finding a job or leaving the labour force to go back to 
school within four weeks of becoming unemployed in 2017. 
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c Canada compares well inlernationally with a ratio of youth-to-total unemployment rates 
below the OECD average (Figure 2). However, some countries such as Japan and Germany 
have lower ratios of yputh-to-total unemplo^'ment rates, 



• On that fi'ont, participation in work-integrated learning, including internships and co-op 
programs, has been shown to facilitate the school-to-work trainsition and improve the labour- 
market outcomes of new graduates by equipping students with the experience needed to get 
a job and with a useftil network of contacts.' More generally, more years of work experience 
plays an important role in helping young people fully integi'ate into the labour market.^ 


Figure 2: Ratio of youth-to-total unciuploymciit rates across OECD couiitrics, 2016 
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Source: OECD; Department of Canada calculations. 


® As with the youth unemployment rale, the labour force participation of young Canadians 
compares favourably internationally, ranking 6"' among OECD countries with a labour force 
participation rate of 63.7 per cent in 2016 compared to the OECD average of 47.2 per cent. 
Canada also ranks 6"' among OECD countries in terms of the employment rate . 

• Despite the lower unemployment rate, labour force participation (and thus employment) 
remains below its pre-recession peak for the overall youth population (Figure 3, Panel A). 
However, overall participation and employment rates paint a misleading picture of the youth 
labour market situation, as they do not account for important differences between students 


' Evidence suggests tliul a growing number of PSE gnidiialcs arc looking for Ciireer employment with significant work 

experience. Tlie share of college gr.idualcs who have participated in a co-op progr.nn rose from 7 per cent in 1986 to 22 per 
cent in 2010, while it increased from 5 per cent to 12 per cent among those with a bachelor’s degree. More generally, slightly 
more Ilian one-half of students aged 20-24 group has combined school and work since the early 2000s. 

- Aboul half of entr>'-lcvcl job vacancies in Canada require some work experience, with rates being higher for vacancies with 
higher edtientionni rcquircmenl. 
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and non-students.^ Indeed, the decline in the overall participation rate for youth was 
overwhelmingly driven by a decline in labour force participation among students aged 15-19 
(Figure 3, Panel B). 


o Lower participation among students aged 15-19 arose from an increase in the proportion of 
this population who do not want to work - especially among 15-16 year-olds. This may 
partly reflect poor labour-market conditions - i.e., that remaining slack is disproportionately 
affecting young students.** In this case^ the youth participation rate may yet recover as the 
economy continues to improve. On the other hand, it could reflect a greater emphasis on 
school perfomiance or simply less of a desire to work among Canadian teens, consistent 
with a long-term decline in participation among 15-16 year-olds since the late-1980s. 


Figure 3: Labour force participation rates, per cent 
Panel A; Labour force participation rates by age 
group, January 2006 to December 2017 
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Panel B: Labour force participation rates by student 
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Note: Panel B covers school monllis (January-April and Seplcniber-Dcconber). 
Source: Statislies Canada, Labour Force Sur\'uy; Department of Finance calculations. 


• Focusing on non-student youth, the participation rale has been quite stable, sitting slightly 
below pre-recession highs in 2017. Furthennore, the emDloNTOent rate today is similar to the 
mid-1970s for young men and is significantly higher for young women (Figure 4, Panel A). 
However, job quality appears to have deteriorated for many younger workers, with a 
growing incidence of part-time and temporary jobs since the mid-1970s (Figure 4, Panel B).-'’ 


^ Aggregate labour force participation and cmployinciu rates .should be interpreted with caution when applied to the youth 
labour market. Tliis is because a growing number of young people are attending and staying longer in school; many of them 
tend to combine schooling with part-time work and/or job search; they often intersperse spells of inactivity with spells of 
work or job .search; and the process of settling into the labour market is often prolonged and discontinuous. For these reasons, 
aggregate indiciitors of labour market performance for yoiilli need to be di.suggrcgnted for students/non-students and 
supplemented with other indicators such us the proportion of youth in neither employment nor school. 

** Historically, the labour force participation of young students aged IS-19 has been very sensitive to overall labour-market 
conditions, displaying a highly cydictil "last in, llrst out" pattern over the course of the business cycle. 

^ Part-time and temporary jobs arc often associated with poorer labour conditions, including lower wages and job security, 
unpredictable scheduling, minimal tniining, and fewer non-wage bcnclits. 
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While the share of younger workers in part-time jobs stabilized in mid-1990s, the share of 
workers in temporarj'jobs (especially fixed-tenn or contract jobs) continued to grow. 

o As youth employment recovered from the 2009 recession, employment gains were 

concentrated in part-time and temporary jobs, leading to a lower share of younger workers in 
full-time pevmcuwnt ]ohs today compared to before the recession (Figure 5, Panel A). While 
this increase in part-time and temporary jobs appears to be largely cyclical, it is too soon to 
tell whether more stable jobs will return as the economy recovers. 


Figure 4: Labour market indicators for non-student ymxiXx, per cent, 1976 to 2017 

Panel A: Youtli employment rate Panct B: Sliare of younger workers in part-time jobs 



Note: Figure 4 covers non-sluilents during scliool inunitis. 

Source; Statistics Canada, Lsibour Force Siin'cy; Department ol'Canada calculations. 


o Although today’s youth are finding it more difficult to access stable employment, most 
workers can still expect to find stable jobs as they get older. Indeed, while the share of youth 
in full-time permanent jobs has declined since 2007, the share of workers aged 30-34 with 
these jobs has been stable at about 82 per cent (Figure 5, Panel A). This suggests that non¬ 
standard jobs are typically a stepping-stone to ftill-time pennanent employment. 

« However, there is a growing concern that the weaker labour-market performance of today s 
youth, particularly those who entered the labour market during the recession, will persist 
into adulthood. Recent cohorts are faring as well as previous generations in terms of overall 
emplojanent, but the decline in full-time pennanent work among youth aged 25-29 may 
signal that younger workers are finding it more difficult to transition from school to work. 

c One possible explanation is that, with increased PSE attendance (Figure 6, Panel A-B), 
youth aged 25-29 are increasingly composed of recent graduates who could be expected to 
have more difficulty attaining full-time pennanent employment, because of fewer years of 
work experience compared with previous cohorts (who exited from school at younger ages). 
Younger cohorts may ultimately reach similar levels of full-time permanent employment 
and have higher lifetime earnings as they gain work experience. 
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Figure 5: Job qiialitj' indicsilors for iioii-siiiileiil ymitU and adulls, per cciii, 1997, 2007 and 2017 


Panel A: Share in full-linic pcniiancni jobs 
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Panel B: Share in lower-wage jobs 
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Note: Figure 5 covers non-student employees aged during school months. Lower-wage jobs pay less Ilian iwo-tliirds of the 
median wage of pemiancnt full-time workers aged 2S to 54 years (about $17 in 2016). 

Source: Statistics Canada, Labour Force Sun'cy; Dcparlnicnt of Canada caleiilalions. 

o Evidence also shows that the wage gap between young and older workers widened in the 
1980s and 1990s, but it has remained relatively stable since then. Although it is too soon to 
tell for the most recent cohorts, successively younger generations appear to have witnessed 
faster earnings growth as they accumulate experience. Moreover, while younger workers 
tend to have lower entry wages, most tend to move rapidly into higlier-paid jobs as they 
accumulate work experience (Figure 5, Panel B). 



Figure 6: Education indicators for youth, per cent 
Panel A: School enrollment rale, 1976 to 2017 
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Note: Fiijurc 6 covers school iiioiilhs. llic coniplctron nilc is ilic share of youth aged 25-34 who have completed a PSE progniin. 
Tlic dropout nitc is (he share of youth aged 20-29 without a high school diploma and who were not attending school. 

Source; Statistics Canada, Labour i^)rcc Survey; Dcpaninciii of Canada calculations. 

• Beyond wages and access to stable employment, oilier cliallenges faced by younger cohorts 
include lower access to non-wage benefits such as registered pension plans (especially for 
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men) and tlie prevalence of over-qualification among university graduates.^ Further analysis 
is needed to document and unpack trends in these dimensions of job quality. 

o Certain pockets of youth, such as recent immigrant youth, indigenous youth, youth with 
disabilities and youth in rural or remote areas, have consistently perfbnned worse in terms of 
overall employment, earnings and many other indicators of labour-market success (Figure 7, 
Panel A). These groups tend to face unique challenges, including lower levels of education, 
which lead to greater vulnerability in the labour market. 


Figure 7: Vulnerable groups of youth, per cent 
Panel A; Employmcnl rale, 2017 
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Note: In Panel A, the employment rate for youth with disabilities is from 2012. Panel B covers schnpl months. 
Source; Statistics Canada, Labour Force Survey; Department of Canada calculations. 


a Of particular concern are youth who are nol in employment, education or training (NEET) - 
a subset of youth seen to be at risk of becoming socially excluded. In 2017, about 10.8 per 
cent of youth aged 15-29 were NEET, including about 4.3 per cent in unemployment and 6.5 
per cent out of the labour force (Figure 7, Panel B). Even fewer, appear to be in a permanent 
state of detachment, with only about half of this group in NEET on a full-year basis.’ The 
NEET rate is close to historical lows and well below the OECD average.* 


^ In 2011, the proportion of universily gradualcs working in occupations requiring a high school education or less was 17.7 per 
cent for men and 18.3 per cent for women, with higher mtes among immigrants (especially women) and graduates with fields 
of study outside of .science, tcehnology, engineering and mathematics (STEM) and education. 

’ While NEET does capture many at-risk youth, young persons may also be NEET as a personal choice (e.g., travel, leisure, 
volunteering) or due to non-economic constraints (e.g., niising children). In 2009, only 5 per cent of individuals were NEET 
on a year-round basis. Moreover, less than half of this group had also been NEET in 2007, indicating that the NEET state was 
persistent or recuircnt for only 2 per cent of youth. 

* Tlic long-tenn decline in the NEET rate mainly rcllccts an influx of women into the labour force and higher school enrollment 
rates. Tlic NEET population is equally divided between men and women, and mostly consists of older youth aged 20-29. 
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More generally, lower levels of education are strongly associated with higher risks of 
unemployment and social exclusion.'-' For example, in 2017, the unemployment rate of non¬ 
student youth aged 20-29 with a university degree was 6.0 per cent compared to 15.7 per 
cent for those with less than high school. Moreover, in 2017, the proportion of youth aged 
20-29 that are NEET was four times higher for j'outh with less than high school relative to 
university graduates (36.7 per cent versus 8.9 per cent). 

Most evidence suggests that young persons who leave school early to enter the labour 
market full-time are less likely to complete PSE and thus have significantly worse labour- 
market prospects. For instance, about 40 per cent of younger workers aged 25-34 without 
PSE are in lower-wage jobs (i.e., earning less than S17 per hour) compared to less than 25 
per cent of younger workers with PSE, 


Figure 8: Tlic landscape of (lie Canadian yoiitli population, iiiiniber of persons, 2017*-' 
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Note:Annual estimates arc based on an avcmge of Janiiary-Marcli (2017) as per OECD standards. ** Not in Education, 

Employment or Training (NEET). Source: Statistics Canada, Labour Force Survey; Department of Finance calculations. 

Policy ImpHcatious 

o The federal government provides extensive supports aimed at helping youth achieve their 
fiill potential, including important financial support to young people in PSE. More recently, 
the Government has taken important steps to make PSE more affordable by increasing 
Canada Student Grants amounts by 50 per cent for students from low- and middle-income 
families and part-time students starting in school year 2016-17. 


® Although the higli-scliool dropout rate lias declined, llierc were still 305,01)0 youth aged 20-29 without a high school diploma 
and who were not attending school, representing 6.3 per cent of this population in 2017 (Figure 6, Panel B). 


s.21(1)(a) 

s.21(1)(b) 


000008 











-9- 


uocument released under tee 
Access to Information Ac- 

uucumeni ciivulQu© en vertu d";'.' Ic 
Loi sur I'acces a linformaiion 

• The Government also has a number of new youth initiatives under development, incliiding 
die launch of a Youth Policy that will act as an umbrella for the federal government’s youth 
initiatives and the launch of the Youth Service Initiative. The Govehunent is also working 
on a renewed Youth Employment Strategy (YES), which covers several programs that 
support skills developm^t among at-risk youth, provide wage subsidies to onployers to 
create summer jobs, and help PSE graduates transition to die labour market. Results 
achieved to date xmder recent policy and funding actions include: 84,000 job placements 
under the YES, 83,000 youth served under the Aboriginal Skills and Employment Training 
Strategy (ASETS), and 6,500 new work-integrated learning placements in STEM fields. 
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